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In the securities market, the investors make decisions mainly by using 
information, especially financial information disclosed by listed companies. The 
audit of financial statements performed by CPAs provides reasonable assurance 
for the credibility of the information, thus enhancing the investors' confidence 
and promoting the prosperity of the market. However, with the development of 
the securities market, many a case of audit failure have emerged, such as
“Hongguang Shiye”,“Dongfang Guolu”,“Qiongminyuan”,“Zhengbaiwen”,
“Yinguangxia” and etc. On one hand, the investors suffer a great loss and their 
confidence is seriously impaired, and it increases the social unsteady factors; On 
the other hand, people put forward to query extensively to audit and occupation 
quality of CPAs and the level of the regulatory and enforcement authorities, 
making CPAs profession sank into the predicament.  
This thesis puts forward the concept of audit failure in the light of it, and 
induce 46 audit failure cases in Chinese securities market from 1992 to 2002. It 
starts from the analysis of the penalty enforced on accounting firms and CPAs 
by the CSRC in recent years, in combination with typical cases study, attempts 
to analyze the causes of audit failure from three aspects: the audit environment, 
Objects of Audit, Bodies of Audit, and finally provides implications. The aim of 
the research is to can be beneficial reference for accounting firms and CPAs.  
The important concept and conclusions of this thesis are as following: 
1, Audit failure refers to the CPAs express an inappropriate audit opinion 
after performing an audit, when the financial statements contain material 
misstatements or omissions. The audit failure has much relation with audit risk 
and business failure, but there are much more differences between them. 
2, The audit failure is not only because of the practicing environments, also 
because of the imperfect corporate governance and management fraud, but 
mostly it is because of the accounting firms and CPAs themselves, such as their 












3, To keep away from the audit failure we should take steps from many 
aspects. First we should improve the capital market and the company 
governance, establish a sound legal system to improve the practicing 
environments for the CPA profession; Second the accounting firms should 
proceed the internal reform and general quality control; Last we should promote 
the healthy development of the CPA profession, improve CPAs standards of 
professional ethics and maintain their professional image. 
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